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The advent of the digital economy has brought profound changes to the banking sector,
transforming how financial services are delivered and consumed. Digitalization has enhanced
efficiency, broadened access to financial services, and introduced innovative products.
However, these benefits come with significant challenges, particularly in terms of controlling
and regulating the banking sector. As banks increasingly rely on digital platforms and
technologies, traditional control mechanisms are often inadequate, leading to new
vulnerabilities and risks. This article examines the key problems of control in banking within
the context of the digital economy, highlighting the need for updated strategies and frameworks.

Cybersecurity Risks. One of the most significant problems in controlling banking
operations in the digital economy is the heightened risk of cybersecurity threats. As banks
transition to digital platforms, they become more vulnerable to cyberattacks such as hacking,
phishing, ransomware, and data breaches. These attacks can have severe consequences,
including financial losses, reputational damage, and erosion of customer trust.

The complexity and sophistication of cyber threats are growing, making it increasingly
difficult for traditional control mechanisms to protect sensitive financial data. According to
Kshetri (2017), the banking sector is one of the most targeted industries by cybercriminals, and
the frequency and scale of attacks are expected to rise as digitalization continues. The challenge
for banks is to develop and implement robust cybersecurity measures that can keep pace with
evolving threats.

2. Regulatory Challenges. The rapid pace of digitalization in the banking sector has
outstripped the ability of many regulatory frameworks to keep up. Traditional banking
regulations, designed for a brick-and-mortar environment, are often ill-suited to the
complexities of digital financial products and services. This regulatory lag creates gaps in
control, allowing new risks to emerge unchecked.

Regulators face the challenge of updating existing frameworks to address the unique
risks posed by digital banking while ensuring that new regulations do not stifle innovation.
Arner, Barberis, and Buckley (2017) argue that regulatory frameworks need to be flexible and
adaptive, allowing for the rapid evolution of digital financial services while maintaining
stringent controls to protect consumers and ensure financial stability.

3. Complexity of Digital Financial Products. The digital economy has given rise to a
wide range of complex financial products, such as cryptocurrencies, digital wallets, and peer-
to-peer lending platforms. These products introduce new risks that traditional control
mechanisms are not equipped to manage. For example, the volatility of cryptocurrencies poses
significant risks to financial stability, and the lack of regulatory oversight in some digital
finance sectors can lead to increased fraud and systemic risks.

4. Technological adaptation and integration. Many banks are still operating on legacy
IT systems that are incompatible with modern digital technologies. These outdated systems
hinder the effective integration of new digital tools, complicating efforts to control banking
operations in a digital environment. The transition from legacy systems to modern, cloud-based,
or blockchain-enabled platforms is often costly and time-consuming, creating challenges for
banks trying to maintain robust control mechanisms during the transformation process.

The digital economy presents significant challenges for controlling banking operations,
requiring a fundamental rethinking of traditional control mechanisms. Cybersecurity risks,
outdated regulatory frameworks, the complexity of digital financial products, and the
difficulties of technological adaptation all pose significant threats to the stability and integrity
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of the banking system. To address these challenges, banks and regulators must work together to
develop more flexible, adaptive, and technology-driven control measures that can keep pace
with the rapid evolution of the digital economy.

Investing in robust cybersecurity infrastructure, updating regulatory frameworks,
enhancing understanding of new digital financial products, and closing the skills gap are critical
steps in improving control in the banking sector. As the digital economy continues to grow, the
ability of banks to effectively manage these challenges will be crucial for maintaining financial
stability and public confidence in the banking system.
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